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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Shelbyville Power, Water and Sewerage Systems
Shelbyville, Tennessee

Report on the Financial Statements

We have audited the accompanying financial statements of Shelbyville Power, Water and Sewerage Systems of

Shelbyville, Tennessee, as of and for the year ended June 30, 2014, and related notes to the financial statements,
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstaiement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial slatements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit invelves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessiments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circamstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Shelbyville Power, Water and Sewerage Systems of the City of Shelbyville, Tennessee, as of June 30,
2014 and the changes in financial position, and cash flows thereof for the year then ended in accordance with
accounting principles generaily accepted in the United States of America.

Change in Accounting Principle

As described in Note 10 to the financial statements, in 2014, the Systems adopted new accounting guidance,

GASB Statement No. 65, liems Previously Reported as Assets and Liabilities. Qur opinion is not modified with
respect to this matter.

NEEM!?ERS
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Emphasis of Matter

As discussed in Note 1, the financial statements present only the Shelbyville Power, Water and Sewerage
Systems, and do not purport to, and do not, present fairly the financial position of the City of Shelbyville,
Tennessee, as of June 30, 2014, the changes in its financial position, or, where applicable, its cash flows for the

year then ended in accordance with accounting principles generally accepted in the United States of America.
Our opinion is not modified with respect to this matter.

Other Matters
Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages A-1 through A-7 and the schedule of funding progress on page 16 be presented
to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge
we obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to express
an opinien or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Shelbyville Power, Water & Sewerage Systems’ basic financial statements as a whole. The introductory
section, financial schedules, and statistical section, are presented for purposes of additional analysis and are not a
required part of the financial statements.

The financial schedules are the responsibility of management and were derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information direcily to the underlying accounting and other
records used to prepare the basic financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America.

In our opinion, the financial schedules are fairly stated in all material respects, in relation to the basic financial
statements as a whole.

The introductory and statistical sections have not been subject to the auditing procedures applied in the andit of
the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 28, 2014, on
our consideration of Shelbyville Power, Water & Sewerage Systems” internal control over financial reporting and
on our tests of its compliance with certain provision of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Shelbyville Power, Water & Sewerage Systems’ internal control
over financial reporting and compliance.

October 28, 2014

]



Shelbyville Power, Water & Sewerage Systems

Management’s Discussion and Analysis

The Shelbyville Power, Water & Sewerage System (the Systems) is composed of three separate divisions
that are financially accounted for on a separate basis. All divisions are reportable to the General Manager.,
The General Manager reports to a five-member board that is appointed by the Mayor and the City Council
of the City of Shelbyville, TN. The following is a discussion and overview of the financial activities of
the system for fiscal year ending June 30, 2014 as compared to fiscal year ending June 30, 2013.

FINANCIAL HIGHLIGHTS

¢ The assets and deferred outflows of resources of the Systems’ exceeded their liabilities at the
close of the most recent fiscal year by $75,990,706. Of this amount, $29,710,316 may be used to
meet the Systems” ongoing obligations to suppliers and creditors.

¢ The Systems’ total net position increased by $3,2006,827.

USING THIS ANNUAL REPORT

This discussion and analysis is intended to serve as an introduction to the Systems’ basic financial
statements. This annual report consists of three components: Management’s Discussion and Analysis; the
Financial Statements; and Notes to the Financial Statemenis. The notes explain in more detail some of
the information in the Financial Statements. This report also contains other required supplementary
information in addition to the basic financial statements themselves.

Overview of the Financial Statements

The financial statements of the Systems’ report information about the Systems’ using accounting methods
similar to those used by private sector companies. These statements offer short-term (current) and long-
term (noncurrent) financial information about its activities. The Statement of Net Position includes all of
the Systems’ assets, deferred outflows of resources, and liabilities and provides information about the
nature and amounts of investments in resources (assets) and obligations to creditors (liabilities). It also
provides the basis for computing operating results, evaluating the capital structure of the Systems’ and
assessing the liquidity and financial flexibility of the Systems’. All of the current year’s revenues and
expenses are accounted for in the Statement of Revenues, Expenses, and Changes in Net Position. This
statement measures the success of the Systems’ operations over the past year, and can be used to
determine whether the Systems” have successfully recovered its costs through user fees and other charges,
and to assess its profitability, and credit worthiness. The final required financial statement is the
Statement of Cash Flows. The primary purpose of this statement is to provide information about the
Systems’ cash receipts, cash payments, and net changes in casgh resulting from operations, investing, and
capital and non-capital financing activities. It also provides information regarding sources of cash, uses
of cash, and the change in the cash balance during the reporting period.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in
the financial statements.



Shelbyville Power, Water & Sewerage Systems

Management’s Discussion and Analysis

Other Information

In addition to the financial statements and accompanying notes, this report also presents certain required
supplementary information as listed in the table of contents.

SYSTEM WIDE FINANCIAL ANALYSIS
Statement of Net Position
The statement of net position is very solid. The plant is being well maintained and improved based on

needs forecast well into the future. Debt is being conservatively managed with debt service coverage
leverage ratios that are more than adequate. Cash reserves are more than adequate for all systems.

The Systems' Net Position

(as of June 30,)
2014 2013 (restated)
Capital assets $ 73,207,244 $ 72,849,651
Current and other asseis 35,992,782 33,435,244
Total assets 109,200,026 106,284,895
Deferred outflows of resources 241,674 258,534
Long-term liabilities 27,566,133 28.844,892
Other liabilities 5,884,861 4,914,658
Total liabilities 33,450,994 33,759,550
Net position:

Net investment in capital assets 45,465,179 44,736,375
Restricted 815,211 829,870
Unrestricted 29,710,316 27,217,634
Total net position $ 75,990,706 72,783,879




Shelbyville Power, Water & Sewerage Systems

Management’s Discussion and Analysis

Power System

Total power assets went from $36,633,220 fiscal year ending June 30, 2013 to $38,974,726 fiscal year
ending June 30, 2014. Current assets increased from $18,282,331 to $20,655,002. Plant, net of
accumulated depreciation, decreased from $17,968.528 to $17,941,851. Other assets increased from
$365,926 to $377,873.

Total power liabilities increased from $4,646,855 to $4,732,148. Current liabilities increased
from $4,134,032 to $4,194,081. Long-term liabilities increased from $512,823 to $538,067.

Water System (resiated)

Total water system assets decreased from $23,314,698 to $23,094,312. Current asseis increased from
$7,126,470 to $7.141,909. Plant, net of accumulated depreciation, decreased from $15,204,928 to
514,963,054,

Deferred outflow of resources decreased from $258,534 to 241,674,

Total liabilities decreased from $3,628,221 to $3,455,483. Long-term liabilities decreased from
$3,222,564 to $2,973,002.

Sewer System (restated)

Total sewer system assets increased from $46,336,977 to $47,130,988. Current assets increased from
$6,557,526 to $6,732,118. Plant, net of accumulated depreciation, increased from $39,676,195 to
$40,302,339,

Total liabilities decreased from $25,484.474 to $25,263,363. Long-term liabilities decreased from
$25,109,505 to $24,055,064.

Statement of Revenues, Expenses and Change in Net Position

The statement of revenues, expenses and changes in net position for each of the three divisions indicates
healthy financial management and what we think is the appropriate balance between the spending
necessary to deliver our services to the customer versus holding costs, and therefore rates, as low as
practically possible. We are at or above peer level with respect to margin, efficiency and operating ratios.



Power System

Income before capital contributions for the Power System decreased from $2,763,224 in fiscal year
ending 2013 to $2,897,371 in fiscal year ending 2014, Total operating revenue increased from
$34,231,008 to $35,626,403. This is a function of weather, growth in our customer base, rate increases,
and unbilled revenue. Operational and maintenance expenses increased from $3,489,853 in 2013 to
$3,938,652 in 2014. Other expense decreased from $32,758 to $3,510. Interest expense on customer

Shelbyville Power, Water & Sewerage Systems

Management’s Discussion and Analysis

The Systems' Changes in Net Position

{for the year ended June 30,)

Operating revenues:
Charges for services
Other operating income

Total operating revenues

Expenses:
Purchased power
Operational expenses
Maintenance expenses
Depreciation and amortization

Total operating expenses
Operating income

Nonoperating revenues (expenses):
Interest income
Interest expense
Other income (expense)

Income before capital contributions

Transfer to City of Shelbyville
Capital contributions

Change in net position

Net position, beginning

Net position, ending

deposits increased from $4,216 to $34,467.

2014 2013 (restated)

¥ 42,808,699 $ 41,344,426
755,182 712,495
43,563,881 42,056,921
27,999,785 27,126,694
7,152,364 6,566,086
2,080,610 2,041,258
2,343.186 2,263,493
39,575,945 37,997,531
3,987,936 4,059,390
52,732 76,288
(380,392) (243,260)
(3,510) (32,758)
(331,170) {199,730)
3,656,766 3,859,660
(641,153) (594,687
191,219 209,934
3,206,827 3,474,907
72,783,879 69,308,972
$ 75,950,706 $ 72,783,879




Shelbyville Power, Water & Sewerage Systems

Management’s Discussion and Analysis

Water System (restated)

Income (loss) before capital contributions decreased from $2,850 to $(83,908). Total operating revenue
showed a decrease from $3,894,154 to $3,942,178. Operational and maintenance expenses increased
from $2,931,426 to $3,071,542. Interest expense decreased from $79,266 to $74,280.

Sewer System (restatec)

Income before capital contributions for the Sewer System went from $1,091,586 in fiscal year ending
2013 to $843,303 in fiscal year ending 2014. Sewer rates are based on water usage and bill at
approximately 135% of the water rate. Operational and maintenance expenses showed an increase
from $2,186,065 to $2,222,780. Interest expense increased from $159,778 to $271,643.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital assets — The Systems’ investment in capital assets as of June 30, 2014 amounts to $73,207,244
(net of accumulated depreciation). Depreciation charges for the year totaled $2,352,593.

The Systems' Capital Assets

{as of June 30,)
2014 2013
Land and land rights b 634,862 $ 634,862
Structures and improvements 41,005,077 19,938,088
Distribution plant 68,975,519 66,871,343
Furniture and fixtures 638,400 889,483
Transportation equipment 2,524,121 2,320,529
Equipment 2,030,925 2,018,397
Construction in process 2,246,865 23,169,229
Less: Accumulated depreciation (45,148,525) (42,993,180)

$ 73,207,244 § 72,849,651

The total increase in the Systems’ investment in capital assets for the current fiscal year was $357,593
(.49%).

Additional information on the Systems” capital assets can be found in Note 3 of this report.

A-5



Shelbyville Power, Water & Sewerage Systems

Management’s Discussion and Analysis

Notes and bonds payable and other obligations — At the end of the current fiscal year, the Systems had
total outstanding debt for notes, bonds, and other obligations of $28,292,746

The Systems' Notes and Bonds
and Other Obligations Qutstanding

(as of June 30,)

2014 2013 (restated)
Bonds payable § 5,425,000 $ 5,655,000
Less: deferred loss (3,687) (5,929

5,419,313 5,649,071
Notes payable 22,804,426 22,963,176
Net OPEB obligation 69,007 55,521
Total outstanding debt $ 28,292,746 $ 28,667,768

Power system notes, bonds and other obligation debt at fiscal yearend 2014 was $23,002.
Water system notes, bonds and other obligation debt was §3,153,002.
Sewer system notes, bonds and other obligation debt totaled $25,116,742.

Additional information on the Systems® outstanding debt can be found in Note 4 of this report.

Rates
Power system rates increased along with TV A rates quarterly during the fiscal year.
Water system rates increased as of January 1, 2010.

Sewer system rates increased as of January 1, 2011.

REQUESTS FOR INFORMATION

This financial report is designed to provide our customers and creditors with a general overview of the
Systems’ finances and to demonstrate the Systems’ accountability for the money it receives. If you have
questions about this report or need additional financial information, contact the General Manager at
Shelbyville Power, Water and Sewerage Systems, 308 South Main Street, Shelbyville, TN 37160.
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SHELBYVILLE POWER, WATER SEWERAGE SYSTEMS

Assels
Current Assels:
Cash and cash equivalents
Accounts receivable, net of allowance
for doubtful accounts
Unbilled revenue
Other recetvables
Inventory
Other assets
Total Current Assets

Restricted Assets:
Restricted cush and cash equivalents
Total Restricted Assets

Capital Assets:
Plant in service
Less accumulated depreciation
Total Property, Plant and Equipment

Other Asscts:
Energy conservation loans
Total Other Assets

Total Assets

Deferred Outflows of Resources
Deferred amounts fram refunding of debt

Linbilitics

Current Liabilities:

Accounts payable

Notes payable - current portion

Acerued expenses and other liabilities

Accrued interest

Customer deposits

Total Current Liabilities

Linbitities Payuble from Restricted Assets:
Bonds payable - current pontion
Accrued interest
Total Linbitities Payable from Restricted Assets

Lonz-Term Debt:
Conservation - TVA Program
Accrued vacation
Bonds payable - noncurrent poriion, net
MNotes payable - noncurrent portion, net
Net OPER liability
Total Long-Term Debt

Total Liabilities

Net Position
Net investment in capital assets
Restricted
Unrestricted
Total Net Position

STATEMENT OF NET POSITION
JUNE 30, 2014

Business-Type Activities

Power Water Sewerage
System System System Totuf
5 15739671 5 6,843,222 § 6,518,23% 29,121,132
3,344,450 162,090 177,513 3,684,053
1,113,331 - - 1,113,331
78,408 1,419 321 80,148
349,408 135,178 26,0534 510,620
9,734 - 10,011 19,745
20,655,002 7,141,909 6,732,118 34,539,029
- 980,349 96,53] 1,085,880
- 989,349 56,531 1,085 48D
32,794,963 31,036,459 34,524 345 118,355,769
(14,853,114) (16,073,405) (14,223 .006) {43,148 325)
17,941,851 14,063,034 40,302,339 73,307,244
377,873 - - 177,873
377,873 . - 377,873
38,974,720 23,044,312 47,130,988 109,200,006
- 241,674 - 241,674
2,688,595 26,648 39937 2,735,180
- - §,059,108 1,059,108
54 545 786357 - 133,197
- - 42,834 42,834
1,450 941 166,512 6,420 1,623 873
4,194,081 271,812 1,148,299 5,604,192
- 180,000 60,000 240,000
- 30,669 - 30,669
N 210,669 60,000 270,668
377,873 - - 377,873
137,192 - 57,430 194,622
- 2,950,000 22329313 5,179,313
. - 21,745,318 21,745318
23,002 23,002 23,003 69,007
538,067 2.973,002 24,055,064 27,566,133
4,732 148 3,435 483 25,263,363 33,450,994
17,941,851 12,254,728 15,268,600 45,463,179
- 778,680 36,331 815211
16,300,727 6,847 093 6,562,454 29,710,316
5 34342578 §  19.880.503 5 21.Ba1.625 75.990.706

The accompanying notes are an integral part of this financial statement.
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Operating Revenues:
Charges for services
Forfeited discounts and penalties
Rental income
QOther operating revenue
Tatal Gperating Revenues

Operating Expense:
Purchased power
Operational expenses
Maintenance expenses
Depreciation and amortization
Tatai Operating Expenses

Operating Income (loss)

Monoperating Revenues (Expenscs):
Imerest income
Interest expense
Giher income (expense)

SHELBYVILLE POWER, WATER SEWERAGE SYSTEMS
STATEMENT OF REVENUE, EXPENSES AND CHANGES

IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2014

Business-Type Activities

Total Nonoperating Revenues (Expenses)

Income {loss) Sefore capital comributions and transfers

Transler to City of Shelbyville
Capilal Contributions - other
Contributions in aid - grants

Changes in nel position

Total et position, beginning - ns restated

Total net position, ending

Power Waler Sewerage
System System System Total
5 34,591,892 5 3,871,022 5 3,945 783 42 808,650
222211 33,037 49,515 304,783
281,422 - - 281,422
130,878 38,119 - 168,997
35,626,403 3,942,178 3,993,300 43,563,881
37,999 785 - - 27,000 185
3,074,606 2,260,944 1,816,814 7,132,364
864,046 810,358 405,966 2,080,610
771,238 906,883 663,083 2,343,186
32,709,675 3,978,405 2,887 865 39,573,943
2,916,728 (36.227) 1,107,435 3,087,936
18,620 26,599 7,513 52,732
{34.487) (14,280y (271,645) {380,322)
{3,510) - - {3,510)
{19,357) {47,681 {264,132) {331,170)
1.807.371 {83,908) 843,303 3,656,766
(641,138) - - (641,138)
- 19,400 14,350 33,730
- - 157,469 137,469
2,356,213 (64,308) 1,015,122 3,206,827
31,986,365 19,943,011 20,853,503 72783879
] 34,243,578 5 19,880,503 5 21,867,625 75,990,706

‘The accompanying notes are an integral part of this {inancial statement.
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SHELBYVILLE POWER, WATER SEWERAGE SYSTEMS
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2014

Business-Type Activities

Power Water Sewernge
System System System Total
Cash Flows from Operating Activities;
Cash seceived from customers £ 35,379,629 $ 3,939,524 5 4,002,556 ] 43,321,709
Cash paid to suppliers (29,899,563) {1,723,233) (1,298 828} (32,921,624}
Cash paid to employees (1,943,760} {1,332,532) (893,341) (4,170.033)
Net Cash Provided by Operating Activities 3,536,306 883,359 1,810,387 6,230,052
Cash Flaws for Capital Financing Activities:
Capital contributions - 19,400 171,819 191,219
Other income {expense} (3,510) - - (3,510
Proceeds from issuance of long-term debt, net - - 329317 320317
Acquisition and construction of capitai assety (744,558) (648,129) (1,290 560) (2,683,247)
Principal paid on long-term debt - {175,000} (343,067) (718,067)
Interest paid on jong-term debt - (76,335} (282,100) (358,433)
Interest paid on cuslomer deposits {34,467 - - (34.467)
Net Cash Used by Capital Financing Activities {782,535) (BB0,064) {1,614,391) {3,277,190)
Cash Flows from Non-Capitnl Finnncing Activities:
Inerease in customer deposits 44,731 5,678 - 50409
Issuance of energy conservation loans {11,847) - - {11,947}
Payments 1o DREMC for transfer of members (633) - - {635)
Transfer to City of Shelbyville (641,138) - - (641,158)
Advances from TVA - Home Weatherization Program 11,947 - - 11,947
Met Cash Provided (Used) by Neon-Capita] Financing Activities (597,062) 5,678 B (391,384)
Cnsh Flows from Investing Activites:
Interest and other income 18.623 27,043 8,049 33717
Net Cash Provided by Investing Activities 18,623 27,045 8,049 53,717
Met Increase in Cash and Cosh Equivalents 2,175,332 36,018 203,845 2,415,195
Cash and Cash Equivalents, Beginning of Year 13,584 339 7,796 533 £,410925 27,791 817
Cash and Cash Equivaleots, End of Year 5 15759,671 5 7,832,571 5 6614770 £ 30,207,012
Cash and Cash Equivalents consist oft
Unrestricted cash and cash equivalents 5 15,739,671 5 6,843,222 % 6,518,239 5 29,121,132
Restricted cash and cosh equivalents 989,349 96,331 §,085,880

8§ 15,759.671 5 7.8323571 5 6614770 5 30207012

Reconeilintion of Operating Income to Net Cash Provided by Operations

Operating Income {loss) £ 29i6,728 b3 (36,227) s 1,107,435 8 3,987,936
Adjustments to reconcile operating inceme o net cash provided
provided by operating activities:

Depreciation and amariization 771,238 906,863 655 083 2,343,186
Provision for bad debls 71,377 16,739 31,721 119,837
Changes in assets and fiabilities:

Accounis receivable (237 444 (13341 7,256 (263,529)
Inventory (1,833) - (4,218) (6,031)
Other assets (3,679) - - (3,679)
Due from other funds 10,670 10,687 - 1,357
Accounts payable (18427) 546 {9,493) (27,376}
Other liahilities - - 4,493 4,495
Due ta other funds - {10,670} - {10,670)
Accrued expenses 47.670 4,762 8,108 64,546
Total ndjustments 619,578 919,586 702,952 3,242,116

Net cash provided by operating activitics § 3,536,306 8 883,33% 5 1,810,387 b3 6,230,032

The accompanying notes are an integral part of this nanciat siatement.
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SHELBYVILLE POWER, WATER & SEWERAGE SYSTEMS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Shelbyville Power, Water & Sewerage Systems (Systems), of the City of
Shelbyvilie, Tennessee, have been prepared in conformity with generally accepted accounting principles as
applied to government units. The Governmental Accounting Standards Board (GASB) is the accepted
standards-setting body for establishing governmental accounting and financial reporting principles. The more
significant of the System’s accounting policies are described below:

Reporting Entity

Shelbyville Power, Water & Sewerage Systems comprises three enterprise funds of the City of Shelbyville,
Tennessee. Accordingly, the accompanying financial statements are included in the basic financial statements
of the City of Shelbyville. The financial statements of Shelbyville Power, Water & Sewerage Systems
encompass the operations of the Shelbyville Power System, the Shelbyville Water System, and the Shelbyville
Sewerage System, which operate under a grant of power by Chapter 465 of the Private Acts of Tennessee of
1639 and the Amended Charter of the City of Shelbyville, Tennessee,

Fund Accounting

The Shelbyville Power, Water & Sewerage Systems, proprietary fund types, account for activities similar to
those found in the private sector, where the determination of net income is necessary or useful to sound
financial administration.

Basis of Accounting

The Systems financial statements are reported using the economic resource measurement focus and the acerual
basis of accounting in accordance with accounting principles generally accepted in the United States of
America for governmental proprietary funds. Under this method, revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless of the timing of related cash flows.

Proprietary funds distinguish between operating and non-operating items. Operating revenues and expenses
generally result from providing services and producing and delivering goods and services in connection with
the fund’s principal ongoing operations and consistent primarily of charges to customers or departments, cost
of sales and services, administrative expense and depreciation on capital assets. All revenues and expenses not
meeting this definition are reported as non-operating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the Systems’ policy to use restricted
resources first, then unrestricted resources as they are needed.

Net Position
Net position is presented in following three components:

* Net investment in capital assets - This component of net assets consists of capital assets, including
restricted capital assets, net of accumulated depreciation and reduced by the outstanding balances of any
bonds, mortgages, notes, or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets. If there are significant unspent related debt proceeds at year-end, the portion
of debt is included in the same net assets component as the unspent proceeds.



SHELBYVILLE POWER, WATER & SEWERAGE SYSTEMS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICILES {Continued)

e Restricted - This component of net position consists of constraints placed on net position use through
external constraints imposed by creditors (such as through debt covenants), grantors, contributors, or laws
or regulation of other governments or constraints imposed by law through constitutional provisions or
enabling legislation.

o Unrestricted - This component of net position consists of all other net position that does not meet the
definition of “restricted” or “net investment in capital assets.”

Lstimates

Preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the Tinancial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash includes petty cash and amounts in demand deposits and money market accounts. Cash in excess of
current requirements is invested in various interest-bearing accounts such as certificate of deposits with
financial institutions and carried at cost. TFor purposes of the statement of cash flows all cash deposits and
certificates of deposits with an original maturity of three months or less when acquired are considered to be
cash equivalents.

Plant and Equipment

Capital assets of the Systems are recorded at historical cost. Depreciation of all exhaustible capital assets is
charged as an expense against operations. Depreciation is computed using the straight-line method over
estimated asset lives ranging from 3 to 50 years. Major additions and betterments are capitalized while
expenditures for maintenance and repairs that do not add value to the asset or materially extend asset lives are
charged to operations as incurred.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Net interest cost
incurred due to the issuance of long-term debt during the construction of facilities is capitalized as part of the
cost of such activities. Capitalized interest as of June 30, 2014 totaled $223,571.

Inventory

Materials and supplies are stated at the lower of cost or market, with cost being determined on an average cost
basis.

Deferred Outflows/Inflows of Resources

Deferred outflows of resources represent a consumption of net position that applies to future periods and so
will not be recognized as an outflow of resources until then. The Systems has one item that qualifies to be
reported in this category. It is the deferred charge on bond refunding. A deferred charge on refunding results
from the difference in the carrying value of refunded debt and its reacquisition price. This amount is deferred
and amortized over the shorter of the life of the refunded or refunding debt.

Deferred inflows of resources represent the acquisition of net position that applies to future periods and so will
not be recognized as an inflow of resources until that time. The Systems has no items that qualify to be
reported in this category.
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NOTES TO FINANCIAL STATEMENTS
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Tennessee Valley Authority (TVA) Energy Conservation Program

Shelbyville Power System is a fiscal intermediary for the TVA energy conservation program whereby loans
are made to the System’s customers to be used in connection with TVA’s Residential Energy Services
Program. Pursuant to the terms of an agreement with TVA, the energy conservation loans made to the
System’s customers are funded and guaranteed by TVA. These loans o customers are recorded as other
assets, with the corresponding lability to TV A recorded as long-term debt.

Contributed Capital

The Systems have received federal and state grants to pay a portion of the costs of construction projects. The
Water and Sewerage Systems record tap fees in excess of the cost of installation,

Compensated Absences

Accumulated unpaid vacation and sick pay amounts are accrued when benefits vest to employees and an
unpaid liability is reflected as compensated absences payable.

Bond Piscounts/Issuance Costs

Bond discounts costs are deferred and amortized over the term of the bonds using the straight-line method.
Bond discounts are presented as a reduction of the face amount of bonds payable. Debt issuance costs are
recoded as an expense in the period incurred.

Accounts Receivable

Customer utility accounts receivable of the Systems Funds is presented net of an allowance for uncollectible
accounts of $137,313. Bad debt expense for the current year is $119,837. Accounts receivable are reported at
the amount management expects to collect from outstanding balances. Differences between the amount due
and the amount management expect to collect are reported in the results of operations of the year in which
those differences are determined, with an offsetting entry to a valuation allowance for accounts receivable.
Balances that are still outstanding after management has used reasonable collection efforts are written off
through a charge to the valuation allowance and a credit to accounts receivable. The Systems use the reserve
method, based upon a review of the current status of receivables and historical experience, in determining bad
debt expense.

Unbilled Revenne

The Power System has unbilled revenue of $1,113,331 as of June 30, 2014, The Water and Sewerage Systems
have followed the practice of not recording unbilled revenue. The effect on the financial statements is not
material.

Prepaid Items

Payments made to vendors that will benefit periods beyond the end of the current calendar year are recorded as
prepaid items

Date of Management’s Subsequent Review

Management has evaluated subsequent events through October 28, 2014, which is the date the financial
statements were available to be issued.
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NOTE 2 - CASH AND CASH EQUIVALENTS

The System is authorized by policy to invest funds that are not immediately needed in: United States Treasury
Bills, Bonds and Notes, The State of Tennessee Local Government Investment Pool, most bonds issued by
U.S. Government Agencies, bonds of commercial entities and other investments such as repurchase
agreements and commercial paper.

A. Deposits

Custodial credit risk is the risk that in the event of bank failure, the System’s deposits may not be returned to
it. As of June 30, 2014, all deposits were collateralized. At June 30, 2014, the carrying amount of the
Systems’ deposits was $30,207,012 and the amount of the banks balances was $32,510,226. Of the banks
balances, $1,250,000 was covered by Federal depository insurance, and $7,649,092 was collateralized with
securities pledged that comply with statutes as acceptable collateral, and $23,611,134 was collateralized by the
banks participation in the Tennessee State Collateral Pool.

NOTE 3 - CAPITAL ASSETS

A summary of the changes in capital assets for the year ended June 30, 2014 is as follows:

Balance Reclassifications Balance
July 1,2013 Additions and Retirements June 30, 2014
Capital assets not being depreciated:
Land and land rights 5 634,862 b - b - h) 634,862
Construction in process 23,169,229 2,211,240 {23,133,604) 2,246,865
23,804,091 2,211,240 (23,133,604) 2,881,727
Capital assets being depreciated:
Structures and improvements 19,938,988 21,066,089 - 41,005,077
Distribution plant 66,871,343 2,236,057 (131,881) 68,575,519
Furniture and fixtures 889,483 48,917 - 938,400
Transportation equipment 2,320,529 203,592 - 2,524,121
Equipment 2,018,397 17.251 (4,723) 2,030,925
92,038,740 23,571,906 {136,604) 115,474,042
Less accunulated depreciation:
Structures and improvements {5,971,540) {642,572) - (6,614,112}
Distribution plant 32,239,721) (1,601,779) 192,607 (33,648,893)
Furniture and fixtures (813,423) (9,631) - (823,054)
Transportation equipment (2,142,891) (70,381) - (2,213,272)
Equipment (1,825,603) (28,230} 4,641 {1,849,194)
(42,993,180} (2,352,393} 197,248 (45,148,525}
Total capital assets, being
depreciated net 49,045,560 21,219,313 60,644 70,325,517
Total capital assets, net 5 72,849,651 S 23,430,553 § (23,072,960 § 73,207,244




SHELBYVILLE POWER, WATER & SEWERAGE SYSTEMS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 3 - CAPITAL ASSETS (Continued)

Depreciation expense and amounts charged to construction in process for the year ended June 30, 2014 for the

three systems are as follows:

Charged to Expense

Total Other Accounts Amount
Power b 797,918 Y 26,680 $ 771,238
Water 890,002 - 890,002
Sewerage 664,673 258 664,415

§ 2352593 5 26,938 b 2,325,655

NOTE 4 - BONDS, NOTES, AND OTHER OBLIGATIONS

The following is a summary of debt transactions for the year ended June 30, 2014:

Qustanding Qustanding
Bonds Pavyable July 1, 2013 Additions Retirements June 30, 2014
Water System Refunding
Bonds, Series 2003 $ 135,000 3 - $ (135,0000 % -
Water and Sewer Revenue and
Tax Bonds, Series 2007 2,350,000 - {55,000} 2,295,000
Less: bond discount (5,929) * 242 - (5.687)
2,344,071 242 {55,000) 2,289.315
Water and Sewer Revenue and
Tax Bonds, Series 2011 3,170,000 - (40,000) 3,130,000
Total bonds 5,514,071 242 (95,000) 5419313
Notes Pavable
Sewerage System - Tennessee
Revolving Loan Fund SRF 2003-172 3,303,811 - (210,828) 3,092,083
Sewerage System - Tennessee
Revolving Loan Fund SRF 07-206 19,659,365 329,317 (277,239) 19,711,443
Total notes 22,963,176 329317 (488,067) 22,804,426
Other
Net OPEB Obligation:
Power 18,507 4,495 - 23,002
Water 18,507 4,493 - 23,002
Sewer 18,507 4,496 - 23,003
55,521 13,486 - 69,007
Total bonds, notes and other obligations $ 28,532,768 3 343,043 Y {583,067) § 28,292746

*As restated - see Note 10,
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NOTE 4 - BONDS, NOTES, AND OTHER OBLIGATIONS (Continued)

Bonds payable as of June 30, 2014: Interest Rate Maturity Date QOriginal Amount Oustanding

Water and Sewer Revenue and
Tax Bonds, Series 2007 4 - 4.50% 8/1/2037 2,600,000 $ 2,295,000

Water and Sewer Revenue and
Tax Bonds, Series 2011 1.25-2.8% 8/1/2028 3,210,000 3,130,000

Notes payable as of June 30, 2014:

Power System - Revenue and Tax
Refunding Notes, Series 2002 3-4.73% 8/1/2012 3,385,000 -

Sewerage System - Tennessee

Revolving Loan Fund SRF 2003-172 1.70% 6/30/2037 4,496,263 3,092,983
Sewerage System - Tennessee

Revolving Loan Fund SRF 07-206 - - 19,988,683 19,711,443
Total bonds and notes payable 5 28229426

The bonds are, among other things, secured by the revenues of the Systems. In addition, the Systems have
complied with the bond resolution requirements as adopted by the Systems.

Annual debt service requirements for bonds and notes outstanding to maturity are as follows:

Bonds Notes Total
Principal Interest Principal Interest Principal Interest

2015 3 240,000 $ 170,463 § 1,059,108 5 394,908 § 1,299,108 5 565,371

2016 240,000 165,362 1,077,936 376,080 1,317,936 541,442
2017 245,000 160,224 1,087,112 356,904 1,342,112 317,128
2018 255,000 154,594 1,116,612 337,404 1,371,612 491,998
2019 255,000 148,267 1,136,472 317,544 1,391,472 465,811
2020-2024 1,415,000 629,147 5,992,740 1,277,340 7,407,740 1,506,487
2025-2029 1,640,000 393,423 6,005,299 733,961 7,645,299 1,127,384
2030-2034 575,000 191,615 5,220,129 227,896 5,795,129 419,515
2035-2038 560,000 51,544 99,018 10 639,018 51,954

$ 5,425,000 5 2,065,043 5 22,804,426 $ 4,022,047 5 28,220.426 } 6,087,090

1
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 5 - PENSION PLAN AND DEFERRED COMPENSATION

The Systems’ defined benefit plan, “Shelbyville Power, Water, & Sewerage Systems” provides retirement and
death benefits to plan members and beneficiaries. The Systems joined the Central Service Association Pension
Plan (CSA), a cost sharing multiple employer defined benefit pension plan for utility systems in 1997,
Benefits are determined by a formula using the member’s average monthly earnings and years of service. A
reduced retirement benefit is available to vested members who are age 55 and have 10 years of service. The
CSA issues a publicly available financial report that includes the financial statements and required

supplementary information for CSA. That report can be obtained by writing to CSA, P. O. Box 3480, Tupelo,
Mississippi 38803-3480.

The Systems are required to contribute at an actuarially determined rate. The contribution requirements of
plan members are established and may be amended by CSA. If a participant becomes totally disabled before
termination of employment, he is 100% vested. After completing 5 years of service, an employee is entitled to
100% of his accrued benefit. The plan is available to employees after attaining age 24% and completing 6
months of service. Market value of assets as of October 1, 2013 totaled $13,738,411. Contributions totaled
$987.654 for both employer and employee portions. The covered payroll totaled $3,756,660.

The Systems also offer employees a deferred compensation plan created in accordance with Internal Revenue
Code Section 457. The plan was adopted in November 1997. Participation in the plan is optional for
employees who may defer a portion of their salary until future years. Deferred compensation is not available
to employees until termination, retirement, death, or financial hardship. The financial statements of the
Section 457 plan are not reported in these financial statements since the Systems do not have any
administrative involvement nor does it perform the investing function for the plan, The amounts deferred are
held in trust for the exclusive benefit of employees and is not accessible by the Systems or their creditors. No
employer contributions were made for the year ended June 30, 2014,

NOTE 6 - CONTINGENT LIABILITIES AND COMMITMENTS

Under its power contract, effective as of August 15, 1979, the System is committed to purchase its electric
power from the Tennessee Valley Authority. This contract expired in 1999, and an amendment was signed to
extend the contract. The amendment continues the contract for a term not less than 5 years, subject to
termination by either party, with not less than five years written notice. The rates paid for the power and
energy supplied by TVA shall be in accordance with the provisions of the Wholesale Power Rate — Schedule
WS,

The Water system and four other water systems in the Upper Duck River area entered into an agreement with
the Tennessee Valley Authority (TVA) whereby, commencing February 25, 1972, each water system began
paying monthly to TVA five cents (8.05) for each 1,000 gallons of water sold by it during the preceding
month. The funds will go to return the Agencies® portion of the debt incurred to build the Normandy and
Columbia reservoirs. Such payments shall be made regardless of the source of water sold and shall continue
until a total of $16,200,000 has been paid to TVA by the group. There has been no division of the total
liability between the parties to the contract.

The Systems are party to legal proceedings which normally occur in governmental operations. According to
management, any proceeding is unlikely to have a material adverse effect on the Systems, as a whole.

In connection with the Tennessee Valley Authority, the Power System makes loans to individuals wishing to
make their homes more energy efficient. The System is required to use the funds, including repayments, in
making further loans, or to reduce the advances to the system by TVA,

At June 30, 2014, Shelbyville, Power, Water and Sewerage Systems had several construction projects in

process. The Systems take bids for these projects and awards construction contracts to various companies. See
Note 9.
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NOTE 7 - RISK MANAGEMENT

The Systems are exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. The Systems purchase commercial
insurance for claims and for all other risks of loss. Settled claims have not exceeded this commercial coverage
in any of the past three fiscal years.

NOTE 8 - OTHER POST-EMPLOYMENT BENEFITS (OPEB)

Beginning in August 2006, in addition to the pension benefits described in Note 5, the Systems allow
employees to continue health insurance between the ages of 62 and 65. The employee will pay the premium
except for a small amount contributed by the Systems that will be based on years of service. The Systems will

fund the benefits on a pay-as-you-go basis. Payments in the amount of $2,837 were made during the year
ended June 30, 2014.

Plan Description

Shelbyville Power Water & Sewerage System sponsors a single-employer post retirement medical plan. The
plan provides medical, prescription and death benefits to eligible retirees and their spouses.

Funding Policy

The System intends to continue its policy of funding OPEB liabilities on a pay-go basis and to not pre-fund
any unfunded annual required contribution as determined under GASB 45.

Annual OPEB Cost and Net OPEB Obligation

The System’s annual other post-retirement benefit (OPEB) cost {expense) is calculated based on the annual
required contribution of the employer {ARC), an amount actuarially determined in accordance with the
parameters of GASB Statement 45. The ARC represents a level of funding that, if paid on an ongoing basis, is
projected to cover normal cost each year and amortize any unfunded actuarial labilities (or funding excess)
over a period not to exceed 30 years. The following table shows the components of the System’s annual
OPEB cost for the year, the amount actually contributed to the plan, and changes in the System’s net OPEB
obligation.

Components of the Net OPEB Obligation

Annual Required Contribution $ 18,189
Interest on Net OPEB Obligation 2,498
Adjustment to Annual Required Contribution (3,030)
Annual OPEB Cost (Expense) 17,657
Contributions Made (4,171)
Increase in Net Obligation § 13,486
Net OPEB Obligation (BOY) $ 55,521
Net OPEB Obligation (EQY) § 69,007
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NOTE 8 - OTHER POST-EMPLOYMENT BENEFITS (OPEB) (Continued)

The System’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net
OPLEB obligation for 2013-2014 is as follows:

Fiscal Year Annual OPEB Cost Net OPEB

Ended OPEB Cost Contributed Obligation
6/30/2014 $ 17,657 23.6% $ 69,007
6/30/2013 $ 17,791 20.5% $ 55,521
6/30/2012 $ 17474 25.4% $ 41,373
6/30/2011 $ 19,491 25.1% $ 28333
6/30/2010 § 19,821 39.4% $ 13,739
6/30/2009 § 19,843 91.3% § 1,724

Shelbyville Power Water & Sewerage Systems
Other Post-Retirement Benefits under GASB 45

Funded Status and Funding Progress

On July 1, 2014 the most recent actuarial valuation date, the plan was 0% funded. The actuarial accrued
Hability for benefits was $152,076 and the actuarial value of assets was $0 resulting in an unfunded actuarial
accrued liability (UAAL) of $152,076. The covered payroll (annual payroll of active employees covered by
the plan) was $3,816,719 and the ratio of the UAAL to the covered payroll was 3.99%.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions
about the probability of occurrence of events far into the future. Examples include assumptions about future
employment, mortality, and the healthcare cost trend. Amounts determined regarding the funded status of the
plan and the annual required contributions of the employer are subject to continual revision as actual results
are compared with past expectations and new estimates are made about the future. The schedule of funding
progress, presented as required supplementary information following the notes to the financial statements,
presents multiyear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on substantive plan (the plan as understood
by the employer and the plan members) and include the type of benefits provided at the time of each valuation
and the historical pattern of sharing the benefit costs between the employer and plan members to that point.
The actuarial methods and assumptions used include techniques that are designed to reduce the effects of
short-term volatility in actuarial accrued Habilities and the actuarial value of assets, consistent with the long-
term perspective of the calculations.

In the July 1, 2014 actuarial valuation, the projected unit credit actuarial cost method was used. The actuarial
assumptions included a 4.5% investment rate of return (net of administrative expenses), which is a blended
rate of the expected long-term investment returns on plan assets and on the employer’s own investments
calculated based on the funded level of the plan assets at the valuation date, and an annual healthcare cost
trend rate of 8% initially, reduced by the decrements to an ultimate rate of 5% afier three years. The actuarial
value of assets was determined using a standard balanced portfolio expectation for retirement of plan asset
returns. The UAAL is being amortized as a level percentage of payroll on an open basis. The remaining
amortization period at July 1, 2014 was 24 years.
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NOTE 9 - CLEAN WATER STATE REVOLVING FUNDS

Beginning in 2007, the Sewerage System received funding for Sanitary Sewer System Improvements through
the Clean Water State Revolving Fund. The amount of funding for the project has been revised from
$24,800,000 to $19,988,683, the final cost of the project and represents the total funds drawn on the loan. The
loan is payable at $99,055 monthly until February 28, 2034 at 1,78%. The project was completed on March 1,
2014, Principal paid on the loan during the year ended June 30, 2014 totaled $277,239.

Grant/loan funds received during the year ended June 30, 2014 totaled $326,317.
NOTE 19 - CHANGE IN ACCOUNTING PRINCIPLES AND PRIOR PERIOD ADJUSTMNETS

During 2014, the Systems implemented GASB Statement No. 65, Items Previously Reported as Assets and
Liabilities. This statement establishes accounting and financial reporting standards that reclassify, as deferred
outflows of resources or deferred inflows of resources, certain items that were previously reported as assets
and liabilities and recognizes, as outflows of resources or inflows of resources, certain items that were
previously reported as assets and liabilities. Under this standard, amounts previously capitalized as bond
issuance cost are now expensed when incurred. As such, the opening fund balances have been adjusted to this
change as follows:

Water Sewerage
System System
Net position, beginning of the year,
as previously presented $ 20,005,079 $20,889,692
Implementation of GASB Statement No. 65
which expenses bond issue costs as incurred.
To reduce net position for amount of
unamortized bond issue costs at July 1, 2013. (60,068) (37,189)
Net position, beginning of year, as restated $ 19,945,011 $20,852,503

In June 2012, GASB issued Statement No. 67, Financial Reporting for Pension Plans — an amendment of
GASB Statement No. 25, and Statement No. 68, dccounting and Financial Reporting for Pensions — an
amendment of GASB Statement No. 27, Statement No. 67 effective for fiscal years beginning after June 15,
2013, revises existing standards of financial reporting by state and local government pension plans and will be
adopted by the pension plan itself. Statement No. 68 will affect the government that participate as employers
in these plans and is effective for fiscal year beginning after June 15, 2014. For governments to adopt
Statement No. 68, the underlying pension plans must first adopt Statement No. 67. The objective of Statement
No. 68 is to improve accounting and financial reporting by state and local governments for pensions. These
pension standards include significant changes on how governmental employers will report liabilities related to
pension obligations. Management is currently evaluating the impact that the adoption of Statement No. 68 will
have on the Systems”® financial statement.

15



REQUIRED SUPPLEMENTAL INFORMATION



91

%LE S oloshH'e %60 €L (1€6°LLO" ) £60°6ST1°G1 TOLLLOTT 010T °1 #2010
%Pl 171 0LETSH'E Y%Th EL €C8°TOTY) 8ECTEI8CI SIS019°11 110T °1 290120
%S Tl 789°159°¢ %PSEL (LTS 1LYY) 667°368°91 TL69TPT] 10T °1 120120
%8 1°811 099°95L°¢  § %85S (Por'6Ert)  § CIRLLTST § 11#°8€L°C1 § €107 °1 1290100
[fo1fed [[o1ARd palaA0)y oney SLAY (Tvv) Aiger] $}assy Jo aled
palsAn) papuity (popunyrspupn)) PoILINDY [BLIEMIDY anjeA [elIEnioy uonen[eA [eUeEMOY
Jo egejuaniad PapUNLIsAQ)
e seTyy
popunjun

SSHUDO0Ud IONIANNAA 40 TTNATHIS

NOLLVIARIOANI NOISNId AALDATIS
NOILLYINHOANI AIVINIWATIINS ATIIN0OTY
SINALSAS TOVITIAMIAS ANV HALVA “YIMOd ATTIAALTIHS



OTHER INFORMATION



SCHEDULES



Ll

Jsodal siuepunoase Sulfuediwooae aag

gkl § 0 - [ 5 (BrTL6l) S eacisEr  §  08I'dee’Th § GOL'CSEBIT S (ROLOLI'EY §  9pI'EBLST  §  [ERTRESIT §

- - - - - - T (FODEE1ET) arz1Tt aTT 691 £ ssxa0ail uy worangsuoy
rel'6F8'l - - (1r9°%) 0ET'8T $09'5T8°| CIG0E0'T (gze't) 15T'L1 LOERIV'T juawdinbiy
TLTEILE - - - 1BE'0L 168°2¥1'C 12i'FsT - THS'E0T 6TS'0ZE'T sraunhinbs wogsedsueay,
PO TR - - - 1£9'6 ETHELR 00F'8E6 - LIG'sF £81'638 SN UL 240ITELN
£68°8F9°EE - - {Lo5'zel) GLL'TOY'T 1TL'6EC'TE 615'6L6'8D (1g8'1€1) LS0'DET'T EPET1L8'99 1und uonnqLust
AN - - - TLETr Obs'ILE'S LID'S00°TE - 680°990° T BYGREG6T )ud wAoadun pur saamInyg
. § - s - g - 5 - s - g 798°v€9 § - s - §  798're9 § spydie pust pue pre
FIOT “OF dumr sjusunsnipy EECV T sposodsiq [IHERILEN] £HT T AT FLOZ ‘0€ 2unp Sjesadeig SHOMMPPY £10T ‘1 Amr NOLLIMISTA

NOLLVIDZUJAGQ QLLYTINRDIV LS00

SINALSAS TANIANGD - SLISSY QAXLI 40 AMVINIWIS
WILSAS 1DVUIMIS ¥ HALVA “UIMNO0d TTUAAGTIHS

Y107 ‘0€ ANAL QAANT HVIX FHL HOA
INVTId ALITLLN OL SINAIWHILLEY ANV SNOLLIAAY 40 A TNATHOIS
SIWHLSAS HOVHIMTS ® HALVM HIMOd ITTIAAGTIHS



81

‘pexlar siweiunosae Juziundwodde sag

S00'TTCRL 8 - 5 - $ - § £L9°'199 g SEE'LEEEl § crE‘peers 8 {oF['8ROTT)  § LSE'6LEET S YIS'CECES S [emy,

- - - - - - 29149 {Ok1'680'TT aes'61e'! soB'ort' T ssaaaud ul apanssual
iz - - - (243 266°0C FUToE - - gl warudinba snodueipIsIRY
mm@.m - - - - mm@.m wmu.m - - mm.@.m E...Eﬁ__:wuu suDBeEIUnBIO Y
£40'60E - - - 00R°1L £hTL6T L06'01E - o8l £40'60E wiatudinbs rom pue spooy,
109'508 - - - 18€°0L [theat-143 118'65¢ - BEYEE £L8'CTC wawdinba wonepadsuey)
95T £ - - - o8t FOp'9T £8£'001 - arg’s BEL'FE SAINY P AMLIN
1€L°LIS%9 - - - C1Z'08¢E SLILEL BE8'0LLIT - EGL'E¥G SBLTTEOD jeejd uounglisig
IER'TLID - - - S1E°LI CIOSsl'9 ZER'TLI'D - §18°L1 £10°SEI'Y watdins Fuldemd (eatiaalg
[ 9<] - - - 1E6'RLL TTISLE BEL'DIL'SE - 6RLE50°1T 0SL'90T't STUALBACHIL PUR SNIIGG
- 3 - 5 - $ - H - 5 - $ BLC'EE § - $ - $ L1 $ sitgiiu puw) pus puery
F10T BEAUNg SAERY ATHANG susudsig uoppugaz.dag CLOT T 43f FEOT WE aUn[ sjusadsg suuppy USRS HALSAS ADVHIAAIS

OILVIDFUI3a AILVINWNADIY 1502

SOFCLO9L 5 - g - 5 dgLl'on) 5 00068 s LIEITSl  § GSF'OEG'IE  §  (99%'kBD) s 128'108 5 FOL'BIE'0E § o,

- - - - - - 6FL'SHS (069°E51) FS1'6ET S9T'0SE ssaa0ud us uonannsue)
SLA'TH - - - - [72:34 92| - - SLR'TI wadinba uolpsliEnwwo)
O18°TEO'[ - - - soLel SO4LTOT FEOOL'T - . FSO'DLIL tuadinba spa g
£08°t1 - - - - E0B'FL cLgor - Tl6's 096'9¢ juaudinba qu
699°LIT - - - - 699°L28 LT0'91E - PLTOL YSL'SRT uaidinba yonupedsuuL
S90'SE - - - 6THT 9ET'0E 785'06 - - T45'96 SAIMNY) Pup 2404 g
R0TrTE - - - FER'TI FSETLE +00'Ek9 - Lt6 LEO'TD SumpAH
FELOOT - - (£LL'0E) fTL'08 ERLI81 FEE'SI9] (OLL70E) 091°1LE ore'kLT’| SR
oog'I1T'| - - - CIT'LL SREEET] zor'196'l - ric'or et 1L6" S30IAIIE SUNSUD])
SFT0ES"L - - - SIR'9LT 1£8°E6T"L 065'¢8C'6 - 09928 0L6'L6E'G epd wenngUsie
6ES6LY - - - 880°61 15+°09! TOT'LLY - - TOT'LLY SRS UBLIEBIING
969" €T - - - CLI'EER Par00R'F €61 1HE T - 00LT1 £61'BTH'HI sisawRACIdUI PUE S2IRINUIS
- 5 - H - 5 - 5 . $ - S SEG'LLE § - 3 - 5 ST6'ECE S AL pui| pue pueg
FIOT 'O¢ uny sjunnnsa{py HeAUG spusndsig ungepadag CIOT *E AV [ITEFERTEINT spusmlsicy SUClppY [T NALSAS HALYM

NOLLYIDIUJAA QALVTINAIIV 1S0D

PITECB Y] 3 - B - s Eit'99D B RL6'L6L B 51kl s SOATHLTE  §  1C09'966) B RIE (09 Y G6l'06lTE 5 ICA N

- B B - - - BYG 6L (2L 068) 98C'THY 9EI'RLL ssased W UopenIsHo])
oKLt - - - - or1'rs 956 (zg) Liv's HANE Juatdnba Snoau|jassiy
89901 - . - - 295901 691'601 - - 69901 wadnzba sunljeatuniiuia’y
Tica - - - - Zlg'e Z1£'g - - IIee wawchnba Liopiege]
TILTLT - - (1+9't) - £00°LLT LTI (o' - 100'LLE uawdinba afesmd puv doys ‘sj0o).
ZO0'6LE"T - - - - O0ELE £85'849°1 - 089'6L1 £06'805° 1 wawdinbs soyepodsuer
- - - - - - BET'sL - - RECEL funddepy g0
ETLOCL - - - - £TL'9CL IEF L - 1LT'er $91'869 SAImxY pue N
FOT' IS - - (reg'1o1) GEFLOL 686'906'01 BLE'ELLLT (sol'tor) FSEOLL OELFOL DT e uapnLEsie)
£06'599 - - - 60408 FEFSED {74 - - SELEOE'] SIWaWAARILILL PUE SAIMINAS
- $ - % - 3 - H - 5 - 5 65E'LLT s - s - § 6EELLT 3 s14du puey puz puer

INALSAS HAMOE

¥I0Z 0L aunp sl py EEIT SjEsOdsIg uinunaidag £10T 1 AT TAENT SpesodE SUGLIPP ¢ €107 T AInp

NOLLVIDTHIAd A3 LVININADDY AS0D

F107 '0€ ANAC AANT VAL THL 04
LNV Id ALTTILA OL SINIWTHILEY ANV SNOLLIAAY 40 A" INAIHOS
SIWALSAS IDVHAMES B HALVAM "HAMOd ATTIAAGTAHS



6l

‘Wodas spueiunosse Suifuedwonse 29g

€LYOTROT §  LPOTTOY $  9TYPOSTCS  €S6OLEEE % 0ISE99E §  ERPIIL6L S 0TSerbE §  LECOSE & £36°C60C S
870°66 01 B10°66 8T0°66 Gl 810°66 - - - CEOT
CREC69 9FC’S 611°889 CRE°C60 9£T'c 6r1°889 - - - FEOT
099°881°1 092°¢T 00F°€91°1 099°881°1 09Tt 00¥°£91°1 - - - £E0T
099°881°1 89L°¢F 68Tl 099°381°1 80L'Ch T68ThL’L - - - E0e
099°881°1 916°¢9 PPLTTIT 09973817t 916'c9 PRLTTI - - - [£0T
099°881°1 91.'¢8 Pr6T01°] 099°881°1 91L°¢8 FHETOI°L - - - 0g0T
099°881°1 9C1°C01 F0S €801 099°381°1 9¢Ecol FOE'E80°] - - - 6002
099°881°1 09T+l 00F F90°] 099°381°1 09T°FL1 00F F90°t - - - 80T
806°¢5H1 LE' kT 1€H'80€°1 099°881°[ 8T0'Er1 ALASHN 8FTeOT 6TH'C 6187C9C LTOT
910°FSF 1 TIER9L +0L°€8T 099°881°1 09F 191 00T LTOL 9¢£°c9T zeg9 r05'85E 970¢
910 FEH ] 9LL°061 0FT'E9Z°L 099°881°1 89¢°6L1 T60°600°] 9€£°¢og 0T grI'reT CTiT
910°FSH'| 9¢8'TIT 09171+ 099°881°1 FOE°LE1 962°166 96E°c9T 6F°CI +98°6tC ot
910°rSH 0FSpET 9LF' 61T 099°881°1 9ERFIT vE8eLe 9LE°6ot rOL'61 TEOEPT £002
G10°pCH| gT8'ccT 881°861°1 099°881°1 966°1£C P09°9Lh 9EEcoT TE8'ET PTEre TT0T
910°rSH L 08L°9L% OETLLI'T 099°881°1 308°84E T6L'656 9cE°co TI6°LE FrELET 120t
IO PEF’] 9EE°L6T 039°9¢1°] 099°881°1 8T 9T TETET6 96E'CoE 206°1€ T ELT 0zot
GLO'PSE'L FESLLE TLEOEL'] 099°881°1 T1L°18¢T 8r6°906 95€°c9z TE8cE PES6LE 610T
910 el POV LEE ACEIIE 099'881°1 969°L6T #96°068 9LE'eoT 80L'6% 819°sTT 810T
9L pEt' L +06°9cE TIIL60°] 099°881°1 POF'ELE 9cT'CL 9C£°¢oT 00S°Eh 9cg1TT L10T
QIO PSH 080°9LE 9E6°LLOD’L 099°881°1 9£8°8C¢ FT8°658 9¢Ec9T PrTLY THRIT 910%
9I0PSHT §  B06FGE % BOL'6SOL 5 099°881°] §  TEEPE % B09FPE 8§ 9EE°CYT $ 9i605 §  OFFFIT  § €10t
[E0g, JEEXEIT | [edisury g €10, 153201 pediaur g (e, JCEEEILT | jedouLe] IBAR
[w0g, 907-L0 S TLI-E00T AUS

pun uso SUIA[0AdY] AISSAUUI] - WASAG 2Bearasmag

aoy; depng jepde)

ajoN fepnQ ende)

pun,y ueo SurAj0AY] assauuaf - wIsLg Aferamag

YIOT ‘0€ ANNC IANT AVEA THL HOA

SIWALSAS ADVIIMIAS

ATAVAVA STLON “ SENTWTAINOTY ADIAMIS 1970 40 TTNATHIS
SIWALSAS TOVHIMIS ¥ HALVM UIAMOL TTTAALGTIHS



0T

1todar siumunooore Swduediionde 225

RO06FL £F0°CO0°T § 000°sTE'S & LEPLRLE & Lot'LEs % 000'0E1e % obCTOLE § oreLOYl § 000°567°C &
SLE'ECT cLe's 000°0¢51 - - - CLEEST SLEE 000°0StL
£10°s51 cLo'ol 000°CkI - - " £10°551 g10°01 000°¢FI
£IE18I greal 000°¢EL - - " EIE7161 €191 000°sEL
SPTESI EFTTT 000°0g! - - - £pTTS1 £rTTT 000°0E1
LIBECI LI&LT 000‘sT! - - - LI6TE] LI6'LT 000°sTI
89€ECl 80€°cE 000°0Tt - - - 89C°ECT $or'ce 000°0z!
89¢°ECT 896°8E 000'51 I - - - 895°€T 89¢°8E 000°ct I
81E°CE] RIS EY poo'olt - - - gIcee g1¢°Er 000011
/'L BrT8Y 000°c0l - - - 8rTEs! grC8p 0oo'sol
8<<90F gecinE 000°0%E CLBEST €L8°t 000°0ST £99°251 £89°C¢ 000°001
LLI'EOF LL1'89 Q00°ccE 0se’1sz 0EE'TT 000°0rT LT871¢1 LERYE 000°S6

0z 6or 0zT'6L 000°0LE LEETEST LSE'RI 000CET £98°CE1 £68°09 000°Se
6LL°60F 6LL°63 000°0TE CR6'PET £86°PT 000°0£T FOLFEL F6L'Y9 000°06
689°70F 689°66 000°¢0E SL1°15T CLI'LE 000°02T FIS°ES] v1£°39 000°¢8
990°60% 990°601 000°00E 0r6'15T 0469 Q00°CIT 9TI'LE] ozI'TL 000°¢8
166°LOY TE6'LEL 000°06T 09€°T8T 09eCr 000°01T TE9'SSH TEGCL 00008
1L£'90F 1LE'9T1 (00°08T SPPTCT Cht'Ly 000°c0T 9T6'ES T 0Z6'8L 000°cL
6IT'60F 6ITrEl 000°SLT CO1'TeT c0I°ee 000°00T PILLSE ] 000'5L
660 111 T Ll 000°0LT £0£°96T cOE'9E 000°00T P61 sSH {ARY! 000°0L
L9T'E0r LT 8P 000°¢€T €0T'05¢ £0T09 006061 790°¢ST T90°88 000°59

F6S 60F PO TE] 000°55T 89L°€ST 29.°€9 000°061 9T8'5St 97806 000°¢9

vz 0T FTT091 000°5+E LIB1CT L1899 000'581 LoV EST LOT'ES 000°09
T9L°C0r T9£'sol 000°0vT £5S6HT £C6°69 000°081 LOB'SST L0B'S6 000°09
SOp'olr % £9°0LL 5 ooo'ort $ £ET'TST % SCTCL $ 000°081 $ B0T'8ST % R0T°86 $ 000'09 %

v, ISAIDUE [edrzurrg g 15315 fedrouna g e L 1513)Uf jedeaurty
[0 T10¢T sat1ag LOOT SIS

Spuogf XeJ, pur

INUIADY JIADG PITE JDJT AL

F107 ‘0€ ANNC AIANT IVIA THEL HOA

SWIHLSAS TOVITMIS W HILVA

spung xuj pue

INUIAIY JAMIG P I EAL

TIIVAYd SANOY - SLNTNTHINOTY ADIAHES L9740 20 TTNTAHIS
SINALSAS 9IMES ¥ UILVA YAMOd ATTIAAGTIHS



oidar stueiunoase fuAuedwiodsn aag

-Jununoase Jo s1seq [Eruat 2y Suisn pajuasazd st anpaiss AL p[0T “0F SN[ papua 1ead ay) 10 sjuawteaac ajess pue jiapay al jo
swerdord Japun swalsdg afizanag 3 Jajep ‘Jomod a[IALq[Eg Jo samppuadxa 3y sazUCWIWNg I0URISISSY [RIOUBUL] RIS PUR SPIEmY [E12pa] Jo sainnpuadxy jo ajnpayag Tuliuediiodoe sy, 1 AjoN

HIDNYIUISAL JO SISUE

30UBISISSY {RIILRUL] A3ES PUR JRIADA] MO,

- % 98L°98% §  (9gL'98r) 8
- LIE6TE (L1g°67¢) 90T-L00C 4SMD  000°008'+T g £10E/5/F O - spun,] Stiajoamy] amg 19180 UBa[ 0] et uoneziende)
SWVHS0Hd ADNVESISSY TVIONVYNIE ALV.LS
- 69t°LS1 (69F°LSI)
- 6OFL5L (69K £S1) 00-Z99LEL-DD  000'0SE % S1/08/6-01/1T/01 Ly uonEIpquUIaY Jamag DEAD
- g - § - $ 90T-L00T JUSMD  000°008°tT Y £10g/5/F 01 8599 §pung SwAjoaay] ACE 1H1EM UD2[D 0] WD uonuzimides)
SSWVHDOU ONVISISSY TVIINVNLE TVIIa3d
+107 ‘o€ 2unp Sa5() syl yoy SO T AI0r FEGINTIY] piemy posrag Y. JWup] weddod g
(paaaagaq) ssanppuadxg JULLE) (paaaajaqq) aenuo)) JLLALSY el
QALY juein) [ EALINIY

FIOZ '0€ ANAC AAANT VI THL H0d
AINVISISSY TVIONVNIL TLVLS ANV TVHAANE 40 TTIATHIS

SIWILLSAS HOVHIMATS % TLVA "HIMNOd TTTIAXHTIHS



STATISTICAL INFORMATION



SHELBYVILLE POWER, WATER & SEWERAGE SYSTEMS
SCHEDULE OF UTILITY RATES IN FORCE AND AVERAGE NUMBER OF CUSTOMERS
JUNE 30, 2014
Unaudited — See Accompanying Accountants’ Report

ELECTRIC SYSTEM:

SCHEDULE FOR RESIDENTIAL RATES

CUSTOMER CHARGE $10.61
ENERGY CHARGE $0.09842 per KWH
FIRST 1000 KWH PER MONTH $109.03

SCHEDULE FOR COMMERCIAL RATES
SCHEDULES GSA (LESS THAN 50 KW)

IF CUSTOMER’S CURRENTLY EFFECTIVE CONTRACT DEMAND, IF ANY, OR ITS HIGHEST
BILLING DEMAND DURING THE LATEST 12-MONTH PERIOD IS NOT MORE THAN 50 KW
AND THE CUSTOMER’S MONTHLY ENERGY TAKINGS FOR ANY MONTH DURING SUCH
PERIOD DO NOT EXCEED, 15,000 KILOWATT HOURS:

CUSTOMER CHARGE $15.77
ENERGY CHARGE $0.10876 per KWH

SCHEDULE FOR COMMERCIAL/INDUSTRIAL RATES
SCHEDULES GSA (FROM 50 KW TO 1000 KW)

IF CUSTOMER’S CURRENTLY EFFECTIVE CONTRACT DEMAND, IF ANY, OR ITS HIGHEST
BILLING DEMAND DURING THE LATEST 12-MONTH PERIQD IS GREATER THAN 50 KW BUT
NOT MORE THAN 1000 KW AND THE CUSTOMER’S MONTHLY ENERGY TAKINGS FOR ANY
MONTH DURING SUCH PERIOD EXCEED 15,000 KILOWATT HOURS:

CUSTOMER CHARGE $46.20
DEMAND CHARGE:
FIRST 50 KW PER MONTH NO CHARGE
OVER 50 KW PER MONTH $12.88 per KW
ENERGY CHARGE:
FIRST 15,000 KWH PER MONTH $0.11024 per KWH
OVER 15,000 KWH PER MONTH $0.06752 per KWH

COMMERCIAL/INDUSTRIAL RATES

GSA3 (Greater than 1000 KW Contract or Highest 12 Month Measured ICW greater than 1000
KW but Measured KW for month is less than 1000 KW)

CUSTOMER CHARGE fi63.67
DEMAND CHARGE
FIRST 1000 KW $11.68 per KW
OVER 1000 KW $11.79 per KW
ENERGY CHARGE

ALL KWHR $0.07089 per KWHR

I~
(R



SHELBYVILLE POWER, WATER & SEWERAGE SYSTEMS
SCHEDULE OF UTILITY RATES IN FORCE AND AVERAGE NUMBER OF CUSTOMERS
JUNE 30, 2014

Unaudited — See Accompanying Accountants’ Report

ELECTRIC SYSTEM (Continued):

GSA3 (Greater than 1000 KW Contract or Highest 12 Month Measured KW greater than 1000
KW but Measured KW for month is greater than 1000 KW)
(Must be eligible for Small Manufacturing Credit)

CUSTOMER CHARGE $163.67
DEMAND CHARGE
FIRST 1000 KW $10.30 per KW
OVER 1000 KW $10.16 per KW
ENERGY CHARGE
ALL KWHR $0.06549 per KWHR

MSB (Greater than 5000 KW Contract or Highest 12 Month Measured KW greater than 5000
and SIC is 20-39 but Measured KW for month is less than 5000 KW)

Manufacture Rates

CUSTOMER CHARGE $1,850.00
DEMAND CHARGE
ALL KW On-Peak $16.84 per KW
Off-Peak $4.07 per KW
ENERGY CHARGE
FIRST 425 KWHR/KW
On-Peak (all KWHR) $0.08571 per KWHR
Off-Peak $0.05051 per KWHR
(Example 425 * KW compared to measured KWHR)
NEXT 195 KWHR/KW  Off-Peak $0.03136
ADDITIONAL KWH  Oftf-Peak $0.01510
Facilities Rental (Delivery Point less than 46 KV) $0.93 per KW
Equipment Rental 1.5% of Installed Cost per month

SMSB (Greater than 5000 KW Contract or Highest 12 Month Measured KW greater than 5000
KW and SIC is 20-39 but Measured KW for month is less than 5000 KW)

Manufacture Rates

CUSTOMER CHARGE $1,850.00
DEMAND CHARGE
ALL KW $19.19 per KW
ENERGY CHARGE
ALL KWHR $0.04506 per KWHR
Facilities Rental (Delivery Point less than 46 KV) $0.93 per KW
Equipment Rental 1.5% of Installed Cost per month



SHELBYVILLE POWER, WATER & SEWERAGE SYSTEMS
SCHEDULLE OF UTILITY RATES IN FORCE AND AVERAGE NUMBER OF CUSTOMERS
JUNE 30, 2014
Unaudited — See Accompanying Accountants’ Report

ELECTRIC SYSTEM (Continued):

SECURITY LIGHTS
175 WATT M.V, $7.64
400 WATT M.V. $14.97
{Flood ar Cobra head)
200 WATT HPS $10.38
250 WATT HPS £12.00
100 WATT HPS 17.08

WATER SYSTEM:

RESIDENTIAL, COMMERCIAL, AND INDUSTRIAL:

Inside City Outside City
First 2,000 gallons $11.40 minimum charge $15.20 minimum charge
Next 8,000 gallons $ 4.30 per 1,000 gal $ 6.00 per 1,000 gal
Next 10,000 gallons § 2.75 per 1,000 gal $ 3.85 per 1,000 gal
Next 30,000 gallons § 2.40 per 1,000 gal $ 3.30 per 1,000 gal
Next 50,000 gallons $ 2.15 per 1,000 gal $ 3.00 per 1,000 gal
Over 100,000 gallons $ 2.05 per 1,000 gal $ 2.65 per 1,000 gal

An additional $.05 per 1,000 gallons for Duck River Agency charge is included in billing, but is not
reflected in the above rates.

UTILITY DISTRICTS:
Flat Creek Water Co-op:
First 6,000,000 gallons Inside Rate
Over 6,000,000 gallons $2.75 per 1,000 gal
SPRINKLER CONNECTIONS:
Valve heads or fire hydrants $23.60 per month
City fire hydrants $10.30 per month



SHELBYVILLE POWER, WATER & SEWERAGE SYSTEMS
SCHEDULE OF UTILITY RATES IN FORCE AND AVERAGE NUMBER OF CUSTOMERS
JUNE 30, 2014
Unaudited ~ See Accompanying Accountants’ Report

SEWERAGE SYSTEM:

Inside City QOutside City
First 2,000 gallons $16.70 minimum charge $21.50 minimum charge
Next 8,000 gallons ¥ 7.40 per 1,000 gal $ 9.55 per 1,000 gal
Next 10,000 gallons $ 5.75 per 1,000 gal § 7.00 per 1,000 gal
Next 30,000 gallons $ 5.10 per 1,000 gal $ 6.15 per 1,000 gal
Next 50,000 gallons $ 4.75 per 1,000 gal § 5.75 per 1,000 gal
Over 100,000 gallons $ 4.40 per 1,000 gal $ 5.50 per 1,000 gal

Average number of customers for fiscal year 2014:

Power System 9,882
Water System 8,850
Sewerage System 8,037



SHELBYVILLE PDWER, WATER SEWERAGE SYSTEM
AWWA REPORTING WORKSHEET
JUNE 30, 2014
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SHELBYVILLE POWER, WATER & SEWERAGE SYSTEMS
SCHEDULE OF OFFICIALS AND BONDS
FOR THE YEAR ENDED JUNE 30, 2014

Official Name Bond amount
Al Board Members Each Member $ 5,000

General Manager David Crowell $250,000
Administrative Manager Garrett Gordon $250,000



INTERNAL CONTROL AND COMPLIANCE SECTION



HOUSHOLDER ARTMAN, PLLC T @ P
CERTIFIED PUBLIC ACCOUNTANTS L

P.O. Box 1568 Telephone 931-455-4248
Tullahoma, Tennassee 37388 Fax 931-383-2122

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Directors

Shelbyville Power, Water & Sewerage Systems
Shelbyvilie, Tennessee

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Govermment Auditing Standards issued by the
Comptroller General of the United States, the financial statements of Shelbyville Power, Water & Sewerage

Systens, as of and for the year ended June 30, 2014, and the related notes to the financial statements and have
issued our report thereon dated October 28, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Shelbyville Power, Water &
Sewerage Systems’ internal control over financial reporting (internal control) to determine the andit procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of Shelbyville Power, Water & Sewerage
Systems’ internal control. Accordingly, we do not express an opinion on the effectiveness of Shelbyville Power,
Water & Sewerage Systems’ internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or,
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal

control that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Shelbyville Power, Water & Sewerage Systems’ financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standard.

MEMBERS
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 78 TENNESSEE SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS




Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing

Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Hrnaboop e Bebne. ALEC

October 28, 2014
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